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until overriding royalties and pay-
ments out of production or similar in-
terests are reduced to not more then 5 
percent of the value of the production. 
If the holders of outstanding overriding 
royalty or other interests payable out 
of production, the operator and the les-
see are unable to enter into a mutually 
fair and equitable agreement, any of 
the parties may apply for a hearing at 
which all interested parties may be 
heard and written statements pre-
sented. Thereupon, a final decision will 
be rendered by the Department, out-
lining the conditions acceptable to it 
as a basis for a fair and reasonable ad-
justment of the excessive overriding 
royalties and other payments out of 
production and an opportunity shall be 
afforded within a fixed period of time 
to submit proof that such adjustment 
has been effected. Upon failure to sub-
mit such proof within the time so 
fixed, the application for renewal shall 
be denied. 

[48 FR 33662, July 22, 1983, as amended at 53 
FR 17357, May 16, 1988; 53 FR 22840, June 17, 
1988] 

§ 3107.9 Other types. 

§ 3107.9–1 Payment of compensatory 
royalty. 

The payment of compensatory roy-
alty shall extend the term of any lease 
for the period during which such com-
pensatory royalty is paid and for a pe-
riod of 1 year from the discontinuance 
of such payments. 

§ 3107.9–2 Subsurface storage of oil 
and gas. 

See § 3105.5–4 of this title. 

Subpart 3108—Relinquishment, 
Termination, Cancellation 

§ 3108.1 As a lessee, may I relinquish 
my lease? 

You may relinquish your lease or any 
legal subdivision of your lease at any 
time. You must file a written relin-
quishment with the BLM State Office 
with jurisdiction over your lease. All 
lessees holding record title interests in 
the lease must sign the relinquish-
ment. A relinquishment takes effect on 
the date you file it with BLM. How-

ever, you and the party that issued the 
bond will continue to be obligated to: 

(a) Make payments of all accrued 
rentals and royalties, including pay-
ments of compensatory royalty due for 
all drainage that occurred before the 
relinquishments; 

(b) Place all wells to be relinquished 
in condition for suspension or abandon-
ment as BLM requires; and 

(c) Complete reclamation of the 
leased sites after stopping or aban-
doning oil and gas operations on the 
lease, under a plan approved by the ap-
propriate surface management agency. 

[66 FR 1892, Jan. 10, 2001] 

§ 3108.2 Termination by operation of 
law and reinstatement. 

§ 3108.2–1 Automatic termination. 
(a) Except as provided in paragraph 

(b) of this section, any lease on which 
there is no well capable of producing 
oil or gas in paying quantities shall 
automatically terminate by operation 
of law (30 U.S.C. 188) if the lessee fails 
to pay the rental at the designated 
Service office on or before the anniver-
sary date of such lease. However, if the 
designated Service office is closed on 
the anniversary date, a rental payment 
received on the next day the Service of-
fice is open to the public shall be con-
sidered as timely made. 

(b) If the rental payment due under a 
lease is paid on or before its anniver-
sary date but the amount of the pay-
ment is deficient and the deficiency is 
nominal as defined in this section, or 
the amount of payment made was de-
termined in accordance with the rental 
or acreage figure stated in a bill ren-
dered by the designated Service office, 
or decision rendered by the authorized 
officer, and such figure is found to be 
in error resulting in a deficiency, such 
lease shall not have automatically ter-
minated unless the lessee fails to pay 
the deficiency within the period pre-
scribed in the Notice of Deficiency pro-
vided for in this section. A deficiency 
shall be considered nominal if it is not 
more than $100 or more than 5 percent 
of the total payment due, whichever is 
less. The designated Service office 
shall send a Notice of Deficiency to the 
lessee. The Notice shall be sent by cer-
tified mail, return receipt requested, 
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